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1. SUMMARY: PALMAR HYDROELECTRIC DAM PROJECT IS MOVING CLOSER 
TO REALITY WITH RECENT VISIT OF IBRD TEAM. AT SAME TIME, 

PLANS FOR CONSTRUCTION OF THE 7TH THERMAL UNIT IN 
MONTEVIDEO HAVE BEEN SHELVED INDEFINITELY. END SUMMARY. 

2. PALMAR PROJECT HAS HAD AN OFF AND ON EXISTENCE FOR OVER 
TEN YEARS. AT ONE POINT IT REACHED BIDDING STAGE BUT THE 

ONE BID RECEIVED WAS REJECTED FOR LACK OF ADEQUATE INTERNATIONAL 

FINANCING. REFS A-D PROVIDE FURTHER BACKGROUND. GOU APPEARS 

COMMITTED TO THIS PROJECT AND AN UPDATED FEASIBILITY 

STUDY APPARENTLY CONFIRMS THAT GREATLY INCREASED 

PETROLEUM COSTS AND OTHER CONSIDERATIONS HAVE NOW 

MADE CONSTRUCTION PALMAR HYDROELECTRIC DAM ON RIO 

NEGRO MORE ATTRACTIVE. IBRD HAD PREVIOUSLY BEEN 

RELUCTANT TO HELP FINANCE THIS MAJOR PROJECT WHILE 

SALTO GRANDE DAM UNDER CONSTRUCTION. IBRD DID HELP 
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OVERALL ELECTRICAL GENERATING DEVELOPMENT PROGRAM 
AND TO HELP BRIDGE EXPECTED HORTFALL IN CAPACITY UNTIL 
SALTO GRANDE COMPLETED. PLANS FOR 7TH THERMAL UNIT 
HAVE REPORTEDLY NEW BEEN SUSPENDED INDEFINITELY DUE TO GRID 
INTERCONNECTION WITH ARGENTINA. 

3. ACCORDING PRESS REPORTS, IBRD TEAM DURING RECENT 
VISIT HERE TOLD MINISTER OF INDUSTRY AND ENERGY THAT 
IBRD WOULD CONSIDER FINANCING $80 MILLION OF THE 
ESTIMATED $200 MPNLION COST. OF THE REMAINING $120 
MILLION $40 MILLION WOULD COME FROM SUPPLIER CREDITS 
AND $80 MILLION FOR LOCAL COSTS WOULD COME FROM GOU 
RESURCES. 

4. IF PROJECT DEVELOPS AS HOPED PALMAR WOULD BEGIN TO 
PRODUCE ELECTRICITY IN 1981 OR 1982. EXPECTED SHORTFALL 
IN URUGUAYAN ELECTRICITY UNTIL SALTO GRANDE BEGINS 
PRODUCING (1980) WILL BE MET BY ELECTRICITY FROM 
ARGENTINA THROUGH SOUTHERN CIRCUIT (ROSARIO-COLONIA ELIA- 
SAN JAVIER-MONTE VIDEO) OFPROPOSED POWER GRID (REF E) IN 1978. 

5. WHILE PALMAR PROJECT NOW APPARENTLY HAS GREEN LIGHT 
FROM TECHNICAL POINT OF VIEW, IBRD WILL NOT 
NEGOTIATE A LOAN UNTIL SUCH TIME AS GOU AND IMF/IBRD 
REACH AGREEMENT ON AN ACCEPTABLE MACROECONOMIC PROGRAM 
FOR THIS COUNTRY. GOU IS PRESENTLY WORKING ON SUCH A 
PROGRAM AND IF ADOPTED WILL PRESUMABLY LEAD T AN IBRD 
TEAM RETURNING TO URUGUAY TO WRITE THE LOAN PAPER AND 
PRESENTING IT TO THE IBRD'S BOARD OF DIRECTORS FOR 
APPROVAL. IT IS ESTIMATED THAT SHOULD THIS OCCUR BIDS 

WILL BE LET IN EARLY 1976, AND SHOULD REPRESENT IMPORTANT 
SALES OPPORTUNITIES FOR U.S. SUPPLIERS. 
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